
were significantly higher than they are now), enabling the telephone industry to capture and

retain the benefits of those high rates.a'

Forcing cable operators, faced with reduced rates, increased costs, and growing

competition, to live within the confines of a regulatory scheme designed for monopoly

utilities with a history of decades of a guaranteed rate of return will impede the growth and

development of cable. Inevitably, the playing field will be unfairly tilted in favor of the

industry for which this regulatory scheme was designed.W The public interest will be

disserved as a result of cable's diminished role in the development of an advanced

infrastructure. The Commission should reconsider the limitations in its price cap formula to

encourage cable's growth and development and its full participation in the

telecommunications marketplace.

ill .s.cc Policy and Run Concemina RatA for Dominant Carriers, Second Report and
Q[da:, S FCC Red. 6786, 6816 (1990) (using existing rates, with some adjustments, as the
starting point for price cap regulation and declining to reduce existing rates, despite the
admission that Wrates produced by a rate of return system can be uneconomically high").

The municipally-based regulation of cable imposes an administrative burden on cable
operators that is not bome by telephone companies. Under the Re.port and Order, which
leaves operators with no choice but a cost-of-service showing to justify a rate increase to
support plant upgrade, an operator with a regional system will have to make such a showing
to every municipality within the region. Cablevision's Woodbury, Long Island, system, for
instance, is subject to regulation by 61 franchising authorities. If not all franchising
authorities approve a cost-of-service showing, the operator may be foreclosed from upgrading
the system. By contrast, telephone companies need only obtain approval from one state
public utility commission.

W New Jersey Bell, for instance, has agreed to freeze basic telephone rates through 1999
while it allegedly invests $1.5 billion to upgrade its facilities. ~ Board Approves NJ Bell's
Incentive Reaulation. $1.5 Billion Infrastructure tJ.mwtde Plan, Telecommunications Reports,
Jan. 4, 1993, at 4. Such an agreement is possible only where, as in New Jersey, established
rates are permitted to remain in place and the cost of providing service is declining.
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CONCLUSION

Consistent with the foregoing and for the reasons stated therein, the Commission

should reconsider its Report and Order implementing the rate regulation provisions of the

1992 cable Act.
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